PEPRNÝ, A., KUBÍČKOVÁ, L.: Method of evaluating the success of the dairy Czech small and medium-sized enterprises. Acta univ. agric. et silvic. Mendel. Brun., 2011, LIX, No. 2, pp. 221-230 The paper is focused on the dra of the method for quantifi cation of the factors, which determine the success of the SMEs in foreign markets. In the proposed method the multidimensional assessment of indicators of success of SMEs in foreign markets are used, ie. not only the proportion of sales from exports is observed, but also the profi tability of international activities in an absolute and in a relative rate. Other indicators of success are the satisfaction of the company management with international activities and the success of achieving defi ned targets for business activities in foreign markets. Evaluation is made up of both the objective and the subjective indicators of success. Among the objective indicators of success is included the intensity of international activities of SMEs, which is detected as the sum of revenues generated from international activities in relation to total sales company, the profi tability of international activities, (ie. whether the foreign activities are profi table or not), and the relative profi tability of international activities, where it is ascertained whether the foreign activities generate higher profi t than the activities at the domestic market. The next subjective indicator of success is the success of objectives -it was found how many objectives related to operations in foreign markets has been achieved. Another indicator is the subjective satisfaction of the company management with existing activities on foreign markets. Overall performance on foreign markets of the company is quantifi ed using an assessment of objective and subjective indicators of success. Using the defi ned evaluation it will be possible to determine which of the SMEs are more and which are less successful in foreign markets. Finally, this evaluation model is used for the research aimed at identifying characteristics aff ecting the success of dairy SMEs in the foreign markets.
At the time of increasing globalization, which is mainly due to the rapid development of technologies that facilitate access to information, reduce transport costs, production and sales as well as reducing restrictions of trade barriers restricting international trade operations. All this characteristics result to an increasing competitive environment on almost all world markets. Increasing globalization and the related growing competition increases demands on the businesses entity that wants to succeed in these markets. Large multinational companies have enough fi nancial and other resources that enable them compared with small and mediumsized enterprises apply the aggressive strategy of entering new markets and thus face the growing competitive environment. Lower availability of fi nancial resources is becoming the biggest constraints for SMEs in the context of maintaining its current market position and also with regard to the possibility of entering new foreign markets.
Globalization is closely linked to the internationalization of fi rms and the development of multinational companies, as removing barriers and increasing competition in domestic markets is refl ected in an eff ort to expand business in foreign markets. Due to increasing globalization and the increasing com-petitive environment particularly small and medium-sized businesses have to quickly respond to these changes.
However, while globalization is more or less spontaneous process, the process of integration is a process controlled and organized by top international or supra-state institutions and bodies (without taking into account the existence of so-called informal integration). In the context of globalization gradually and spontaneously a global economy is created. The role of foreign trade and foreign investment enhances; there is a combination of fi nancial markets and concentration of capital; transnational corporations are still signifi cantly aff ecting not only economic aff airs, but their political infl uence strongly promotes. Just the internationalization of open Czech economy is becoming more important.
Growing integration increases the competitive environment and SMEs must face much bigger competition than in the past. And that internationalization is one of the options to face this competition.
Material and methods
SMEs are a separate business units in the hands of one or more businesses, with a small number of workers, relatively little capital and low annual turnover. In 2003, the European Commission issued Recommendation 2003/361/EC which contains a new defi nition of SMEs with a view to strengthen their competitiveness (Kislingerová, E., Nový, I.; 2005; ) .
Advantages and disadvantages of SMEs
Clear advantage the SMEs are highly valued for is fl exibility and ability to adapt quickly to customer needs. SMEs are usually characterized by simple organizational structure and by a small number of management levels that allow them quickly respond to the current market situation and take decisions without unnecessary noise and internal communication confl icts between employees. Additional benefi ts are considered to be relationships of almost family-friendly nature that o en arise on workplace and personal atmosphere. Employees in small enterprises are mostly in direct contact with the entrepreneur, thereby easier trust is creating between employees and organizations and also o en the loyalty of workers to the fi rm is increasing. SMEs also more frequently meet good ideas, various changes and innovations of its employees, which thus have a greater chance of implementation than in large enterprises. Last but not least, it can be considered an advantage -even closer contact to the customer.
Contrary, SMEs in their existence must cope with a number of disadvantages. One of them is particularly vulnerable environment. Further more than other businesses they run secondary insolvency. Another problem of most small businesses is the lack of experts. O en mentioned disadvantage is lack of fi nancial strength of SMEs as well as less access to fi nance, since from the perspective of banks SMEs present a risky and unattractive segment. The issue of fi nancing is related to the limited funds for employees' salary and o en the inability to aff ord top experts in the fi eld or provide to staff many out salary advantages as it is off ered in large enterprises. Therefore, fi nding and retaining qualifi ed employees in SMEs is the constant dilemma. SMEs also cannot utilize the proceeds of scale (Kislingerová, E., Nový, I., 2005) .
Internationalization
In the academic fi eld, there is no common agreement on the defi nition of "internationalization". The internationalization can be in generally defi ned from the procedural and organizational aspects as "the process of adaptation where company adapts to international environment. It is clear that this point of view rather emphasizes internationalization of multinational companies than small and medium-sized enterprises (SMEs). Another widely used perspective, including both sides internationalization process, i.e. the external and internal fl ows is as followed: internationalization is the process of increased involvement in international operations.
SMEs want to internationalize from the purposes of entering foreign markets and they need to choose a specifi c strategy and appropriate entry. This method is in the international professional literature called "a form of internationalization", "method of entry" or "entry strategies" (Root, F. R., 1994) Regardless the diff erence of terms, this phenomenon can be defi ned as "an institutional agreement that allows the entry of products, technology, human skills, management or other company resources to a foreign country" (Root, F. R., 1994) .
In generally, authors recognize following fi ve forms of internationalization: export, licensing, setting up joint venture in the target country, direct investment into production in the target country and franchising. The research has made clear that the form of entry into foreign markets, using franchise is not among SMEs as a common feature in comparison with other forms of entry, particularly in comparison with export, licensing and joint venture. For the above reason, in the proposed research, this form of entry is not included in the area of study.
Overview of selected internationalization theories
Internationalization process resulted from a combination of strategic thinking and actions, opportunities and needs. Because of the given complexity of this phenomenon it is very diffi cult to create a general concept of internationalization process.
Notwithstanding the considerable complexity of the internationalization phenomenon, many researchers tried to develop a general theory of internationalization. However, a survey of relevant literature on the issue of internationalization reveals that most of the developed theories are focused more on large multinational companies than SMEs. Therefore, the following report includes only those theories that are at least partially relate to the internationalization of SMEs. There is the list of these theories:
Phase model of internationalization (Uppsala model)
-well known Uppsala model suggests the international of fi rms to be process driven by interplay between learning about international business operations and commitment to international markets. Key features of this model is the following: fi rms fi rst gain experience from the domestic market before they move to foreign markets; fi rms start their foreign operations from culturally and/or geographically close countries and move gradually to culturally and geographically more distant countries; fi rms start their foreign operations by using traditional exports and gradually move to using more intensive and demanding operation modes (sales subsidiaries etc.) both at the company and target country level (Johanson and Vahlne, 1990 ).
Theory of contingency
The development of contingency theories of internationalization has led the authors to the need for any specifi c alternatives to the dominant phase theories. The main aim of the contingency theory is to show that internationalization process is dependent on the environment. This means that it is infl uenced by many factors such as market conditions, industry structure and company resources. Contingency theory suggests that companies are infl uenced by an open system environment. In order to determine the most appropriate formula for internationalization process, company resources, opportunities and threat environment which aff ects the company, must be analyzed (Lawrence, P. R., Lorsch, J. W., 1986).
Holistic model of internationalization
Luostarinen and Hellman on the basis of the results of the study of small fi rms in Finland suggested a holistic model of internationalization. The model includes the concept of so-called internal Luostarinen internationalization or realized foreign purchases (raw materials, components, technology and goods for sale) in the beginning and development of internationalization process. The internal process of internationalization is crucial for understanding the dynamic environment of internationalization. The model also takes into account the importance of cooperation in the early stages of the company internationalization process (Kjellman, A., 2004) .
Born Globals
Since 1990, various studies appear known as Born Globals. Some of the fi rst authors who deal with this phenomenon are Oviatt and McDougall (1999) , who defi ned Born Globals as: "The companies which since their beginning seeks to obtain substantial competitive advantage with the resources and sales performance to several countries".
RESULTS

Defi ning characteristics infl uencing the international activities of SMEs
In order to be able to carry out the proposed research, fi rstly it must be defi ned the characteristics that aff ect the activities of SMEs in foreign markets. The proposed research is focused on those characteristics which, managers of fi rms can infl uence in some way. It is therefore a characteristic aff ecting business activity.
Unlike all previous methods and models this methodology of the research is not limited only for the assessment of export and its success. Methodical approach takes into account several forms of internationalization that are associated with entry into the Czech SMEs to foreign markets, i.e. indirect export, direct export, licensing, joint ventures (joint ventures) and direct investment. Within the proposed methodological procedure following questions will be answered:
• WHO? -Which companies are internationally successful? • WHAT? -What kind of products is internationally successful? • HOW? -How the company can successfully internationalize? To these basic questions can be answered, methodological procedure included the following groups of characteristics (grouped according to their importance and relationship to internationalization) was proposed:
• 
Defi nition of characteristics aff ecting activities of SMEs on foreign markets
Based on current literature, the results of empirical research and conceptual framework based on the work were defi ned characteristics divided into four groups. In each of these groups there have been formulated word hypotheses which allow expressing and describing accurately test relationships and context.
Characteristics related to internationalized company
• There is a positive relationship between the size of Czech SMEs and their international success. Company size is measured from two aspects, namely by the size of sales and number of employees. In order to ensure a high degree of comparability of the data, the number of employees is measured as the average annual number of full-time over the past 3 years. Revenues will also be listed as an average over the last 3 years.
• There is a positive relationship between the age of Czech SMEs and their international success.
Age is measured by the number of years since its founding.
Characteristics related to internationalized product
• Higher quality product has a positive infl uence on the international success of Czech SMEs.
• Lower price of the product has a positive infl uence on the international success of Czech SMEs. Quality and price of internationalized product will operand by using determination of the source of competitive advantage. Respondents are asked to identify the source of their competitive advantage of internationalized product.
Obtained data about the competitive advantages will be transformed into individual dichotomous variables where each variable is assigned the value "0" or "1" according to the answers.
Characteristics related to managerial decision
• There is a positive relationship between the existence of strategic planning focused on the activities of SMEs on foreign markets and international success of these enterprises. A key part of strategic planning is process of creating a business strategy. Business strategy consists of sub-trading strategies which relate to specifi c products and specifi c target markets. When creating marketing strategies it is necessary to defi ne its market position against competitors and select the appropriate market segment. This is a key part of creating the business strategy.
Choosing a fundamental business strategy (SAR) is one of the indicators used to operation of hypothesis relating the existence of strategic planning in the company. Regarding the applied empirical researches, it can be argued that it is not easy to operate the hypothesis. These studies demonstrate the importance of strategic planning but also point to signifi cant weaknesses in its implementation. For this reason, it is needed to check chosen SAR by verifi cation test. The certifi cation test is based on a comparison of sources of competitive advantage associated with the product and choosing internationalized SAR. SAR selected must correspond with the identifi ed competitive advantage associated with internationalized product. If the match is confi rmed, then the company may consider a selected fundamental business strategy as an internationally focused.
• There is a positive relationship between the concentration of resources and the international success of Czech SMEs. The term number of resources includes following two components: the number of markets where the company currently operates and number of internationalization forms through which the company enter the foreign markets. Both variables will be needed to customize for the analysis.
• There is a positive relationship between the intensity of the target market research and international success of Czech SMEs.
Operation of collecting information intensity before the entry the target market will be made by using indicators related to target market (size and market growth, customer segments, market share, competitors, the size of competitive off erings and other indicators that company states into the possibility of "other information"). The more indicators will be analyzed, the more the company appears to be internationally active.
• There is a positive relationship between the active involvement of management in international business activities and its success on foreign markets. The hypothesis will be operated on basis of found average number of contacts with the trading partner associated with a particular export product to the target country or management business trips abroad related to internationalized product.
Characteristics related to international experiences of SMEs
• There is a positive relationship between the international experience and the success of Czech SMEs on foreign markets.
Indicator of internationalization activities experience is operated by using the time over which internationalization activities are pursued on foreign markets.
Evaluation of business performance
It is best to use multidimensional indicators to measure the success of the international performance of SMEs, i.e. to not monitor only the share of sales from exports, but also the profi tability of international activities, both absolute and relative. Other indicators of success are the satisfaction of management with international business activities, i.e. the achievement of planned objectives (Dhanaraj, Ch., Beamish, P. W. A., 2003).
Proposal of evaluating system for the success of Czech SMEs on foreign markets
Firstly, it is necessary to defi ne the dependent variable which in the proposed methodology of empirical research process presents the success of SMEs on foreign markets. The dependent variable is defi ned on the basis of evaluating the success of SMEs on foreign markets. As described above, for the purpose of the proposed research methodology it is necessary to create a multidimensional assessment of the performance of SMEs in the Czech international companies.
The intensity of international activities of SMEs
The intensity of international activities of SMEs will be measured as the sum of all revenues generated from international activities. The total amount of sales would not provide relevant data therefore, the proportion of sales generated by foreign activities in relation to total sales of the company is used. Due to refi ne the results average sales over the last three years will be taken into consideration. Intensity indicator is necessary for the purposes of statistical analysis to be adjusted in following way. SMEs with intensity lower than 15% will be assessed by "0", SMEs with an intensity ranging from 15 to 40% are rated number 1, fi rms whose intensity is 41 to 65% will be assessed by "2", and businesses whose intensity exceeds 65% will be evaluated number "3".
The overall profi tability of international activities of SMEs
Term profi tability is meant as a profi t or loss of SMEs achieved on foreign markets. Under the terms profi t and loss we mean the diff erence between the total sales generated on foreign markets and costs associated with international activities of SMEs. There may be two possible outcomes: 'activities on foreign markets are profi table "or" activities on foreign markets are not profi table. For the purposes of data analysis it is needed to adjust the data obtained. If the result is positive and the company is profi table, this result is rated number "2", if not the number is "0".
Relative profi tability of international activities of SMEs
Indicator of relative profi tability of international activities of Czech SMEs is created as comparison to the profi tability of the activities carried out domestically and recreational activities on foreign markets. Collected data is to be adjusted and re-transform. If activity on the domestic market are more profi table than the activities on foreign markets, the result is assessed by "0" if the profi tability is at the same level, assign the result "1" and fi nally when the profi tability of domestic activities is lower than the foreign ones, we assign a number "2".
The success of the stated objectives
The indicator of the success of the stated objectives assesses whether in the company it was attained objectives related to operations on foreign markets. Performance is measured by using scales as follows: stated objectives have not been achieved, the objectives were achieved only partially, most of the objectives were achieved and all the set objectives have been achieved.
For subsequent analysis of data it was again needed to evaluate the obtained data. The procedure was as follows: "0" for the achievement of objectives, "1" for partial achievement of objectives, "2" to achieve most of goals, "3" to achieve all the objectives.
Management satisfaction
The second subjective indicator focuses on the general view of management on the evaluation of the success of their business internationalization. Respondents were asked to categorize their internationalization activities in one of the following categories of evaluation success of internationalization activities: "failed", "yet unsuccessful, but develops promising", "successful". These indicators of success for subsequent analysis were evaluated as follows: "0" for "failed", "1" for "so far failed, but developing promising" and "2" for "successful" internationalization activity.
Overall performance
Comprehensive indicator measuring internationalization performance is formed as the sum of all the above-discussed indicators of success. A detailed description is shown in Table 1 . Firstly, on the basis of the information will be aggregated individual indicators of success, based on which individual fi rms are grouped into groups according to success. In the case of entering foreign markets through exports, joint venture and direct investments the company can receive a maximum of 12 points. Individual companies are divided into three groups. Firms which reached more than 9 points would be marked as a very successful and companies that reached a range of 5 to 8 points are marked as successful and companies that achieved less than 5 points would be classifi ed as unsuccessful with regard to their international activities.
Gained measurement of total internationalization performance is done for two purposes. Firstly, the system of evaluation of performance will provide information important to be able to tell which compa- 
Data analysis
Proposed model was applied to dairy SMEs, required information and data were obtained from the survey. The market research was held in 2009 focused on the small and medium sized dairy companies. Overall 90 respondents were interviewed by email questionnaires, 20 responses came back, etc. return questionnaires was 22. 2 %. There were some not correctly answered questionnaires, so only 18 responses were processed. The data obtained in the research were analyzed in order to obtain answers to questions defi ned in the work and validate the set of word hypotheses. In accordance with the formulation of hypotheses will use appropriate statistical test applied to real data. Depending on the zero and alternative hypothesis statistical test, the value of test statistics and criteria for assessing the null hypothesis statistical test will be used at the results (obtained results) to evaluate word hypothesis. The set of real data was collected using a questionnaire survey among SMEs in the dairy sector. All results of statistical tests are interpreted with the fact, that questionnaire return was only 22, 2 %. Validation of these hypotheses will be conducted using statistical testing in standard way. In relation to the word hypotheses it can be said that there is a strong positive relation between the company size and its success on foreign markets.
Kendall tau b One-dimensional regression
There a positive relationship between the age of Czech SMEs and their international success.
In relation to the word hypotheses it can be said that there is a positive relationship between age and the company success on foreign markets.
Higher quality of product has a positive infl uence on SMEs international success.
In relation to the word hypotheses it can be said that there is not positive relationship between higher quality products and the success of business on foreign markets.
Lower price of product has a positive infl uence on SMEs international success.
In relation to the word hypotheses it can be said that there is not a positive relationship between lower-priced products and the success of business on foreign markets.
There is a positive relationship between the existence of strategic planning concerning the internationalization of Czech SMEs and international success of such enterprises.
In relation to the word hypotheses it can be said that there is a strong positive relationship between the existence of strategic planning and international success of companies.
Between the concentration of resources and international success of SMEs there is a positive relationship.
In relation to the word hypotheses it can be said that there is not a positive relationship between concentration of resources and the success of business on foreign markets.
Between the intensity of target market research and international success of Czech SMEs there is a positive relationship.
In relation to the word hypotheses can be said that there is not a positive relationship between the intensity of the target market research and the success of business in foreign markets.
Positive relationship also exists between management interest in international activities and international success of Czech SMEs.
In relation to the word hypotheses it can be said that there is no positive relationship between the company management interests and its success on foreign markets.
There is a positive relationship between obtained international experience and the success of Czech SMEs on foreign markets.
In relation to the word hypotheses it can be said that there is a strong positive relationship between international experience and success on foreign markets.
SUMMARY
When collecting secondary data we were mostly depended on foreign language resources because there were almost no materials on the issue available in the Czech language. We were dependent on information from foreign literature, professional journals and research focused on the internationalization. Abroad, the topic is very current and it is also mapped in a very detail. Till this time the similar research has not taken place in Czech Republic. Characteristics defi ned in the proposed research were selected on the basis of study of literature and also of already made surveys and studies. Number of selected features is not fi nal and the individual group of characteristics may be further extended for another, for Czech SMEs important characteristics, which will be tested for their eff ect on the success of small and medium-sized enterprises in the Czech Republic. Restrictive criterion for the selection of fi rms was the number of employees, the turnover and independence. The proposed research has a requirement for the availability of Internet connection because the chosen method of data collection was an electronic questionnaire. Nowadays, the stated requirement already appears to be redundant. Method of data collection using a questionnaire placed on the Internet was chosen because of the rapid collection and convenient processing of data as soon as a er the end of the research. Disadvantage can become an anti-spam protection on the computers in the surveyed fi rms and thus the inability to answer the questionnaire. Another limitation may become ambiguity of defi ned issues. This risk was reduced by implementation of case studies. The main aim of contribution was the proposal of a methodological procedure for the identifi cation of characteristics infl uencing the success of Czech small and medium-sized enterprises on foreign markets. Necessary prerequisite for the fulfi llment of the goal was defi nition of characteristics that affect the activities of Czech SMEs operating on foreign markets and the subsequent defi nition of quantitative research, under which it was possible to identify only those characteristics that aff ect the success of Czech SMEs on foreign markets. Within the contribution a system of evaluating the success of Czech SMEs on foreign markets was designated. Proposed methodology for evaluation of success is necessary to defi ne the dependent variable. The proposed methodology of empirical research was validated by using a case study that was conducted in the dairy industry. That small medium enterprises increase their competitiveness and face a harsh competitive struggle, it is necessary for them to use aid, especially fi nancial, that positively aff ect business development and contribute to strengthening stability, compensate the lack of equity capital, diffi cult access of bank credit and limited possibility to liable by their own property. The future is to use the opportunity offered to the Czech SMEs through funds from the EU structural funds. If these funds are eff ectively used to further strengthen the infrastructure supporting business activities and are invested in a system of direct support for entrepreneurs, they can positively infl uence the development of small and medium-sized enterprises in both the Czech economy and also beyond its borders. The process of internationalization of SMEs is a very broad topic and research conducted on the basis of the proposed methodological procedure for the identifi cation of characteristics aff ecting the success of SMEs on foreign markets can give knowledge and help to further study of internationalization phenomenon.
